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Rent control ts an {ssue that has been arising with increasing frequency 
che Untted States in the last 10 years, from New York City to Berkeley, from 
ston to Miamt Beach, Where it has arisen, it has generally been a focus for 
jor political activity and a critical clement in controversies over housing 
dictes generally. It constitutes a good case study in how public policy 
ftecting housing {ts determined. Even more, becauSe it ts an tmmediate and 
snerete issue, it should permit the application of such an analysis to day-to-~ 
ay events, to questions of strategy, organization and program. 


A. The Myth of the Benevolent State 


I have elsewhere argued that most of U.S, mainstream analysis cf hous- 

-3 preblems and policies 1s based on the Myth of the Benevolent State: the 

dea that governmental policy is aimed at the alleviation of the problems of 

those most in need In our society. Success has not yet been achieved in this 
ndeavor, according to the theory, because of political interference by vested 
interests (to be solved by reliance on the integrity of "policy-makers"), because 
>f ignorance {to be solved by the rigorous research of well-funded intellectuals) 
ind perhaps because of limited resources (presumably to be solved by convincing 
tne rich that small is beautiful, and again, applying rigorous research to the 
“general problems of efficient resource development, allocation, and use}. 


The theory of the benevolent state is occastonally called upon to explain, 
-yustify, Or oppose rent controls. its theme is that the purpose of rent controls is 
t > achieve tatrness to both tenants and landlords. Language in the preambles ~ 
“ -rer.t contro! legislation frequently calis for, in the non-English in which the 


tas 


supject is often shrouded, the use of 


"euch edministrative standards to be utilized that cquitability 
_fer both property cwners and tenants is approached.” 


(Lett, p. 89) 


The implication of course is that there is an objective level of fairness 
ithat can be determined as between the parties, a level of rents that accords 
;with the general public interest. Only the existence of some unique state of 
facts, both exceptional enough and harmful enough to constitute a state of 
jemergency, prevents the parties tn 4a particujar situation from achieving by 
themselves that fair level of rents. In such limited circumstances, therefore, 
the intervention of government to achieve fair rents and thus protect the public 
linterest 1s necessary. 


The mythical nature of such a theory hardly nceds extended demon-~ 

', The underlying assumption {ts of course that “fair” equals "free market”; 
tree market is not likely to produce housing for those unable to afford it 
2 means with which that market system provides them. The further assump- 
the theory is that the state only intervenes. in the rental relationship through 
atrols, and then only benevolently. In fact, the state is intimately involved 
l aspects of rental housing, from subsidies to participants in its construction 

-infrastructure expenditures, to the legal framework within which landlord 
celations are established and conducted, through the impact of tax laws and 
and monetary policies on costs, profits, and rent levels, to welfare programs, 
aforcement (or its lack), and the provision or withholding of public facilities 
vices. No underlying benevolence unifies these policies. Finally, one 
expect, if the theory of the benevolent state were correct, to find some 


tion between the places and times of adoption of rent controls, on the one 


‘and “unusual" or “unfair” rental situations on the other. No such correla- 


n fact exist. 


The widespread existence of the myth of the benevolent state is not 
accidental, nor the result of ignorance. To the contrary: it serves itself 
cimate governmental policies, and to focus attention away from underlying 
idictions and clashes of interest onto marginal details of program design, 
nentation or evaluation, The policy implication of the myth in the particular 
ff rent control is that much more research needs to be done on the conSe- 


particularly its secondary, tertiary, and long-run conse- 


‘es of rent control, 
The burden of thus 


‘quences, before any sound decisions can be made. 
ring the intervention of government into the private market should be on 


roponents of rent controls. 


The Malevolent Interests Theory 


There is an alternate approach to housing issues which might be 
_ the Malevolent Interests Theory. It holds that the problems of housing 
ssentially caused by the rapaciousness of landlords, the greed of banks, 
anality of real estate interests, the heedless drive for profits of contractors 
-avelopers. Governmental policies in the field of housing have, according 
is view, been ineffective because these malevolent interests dominate 
‘atures, have interlocking interests with public officials, and fund innocent 
:casionally mercenary) intellectuals and researchers. As it affects rent 
the malevolent interests theory sees the issue as a struggle of tenants 
with the latter having arrayed behind them other equally 
Victory in that contest must then be the objective 


‘ols, 
‘st landlords, 


shly-motivated groups, 
ose concerned with improving housing conditions for the ill-housed. 


: In the radical interpretation of the malevolent interests theory, victory 
1e Campaign against landlords and their allies on the issue of rent controls is 
“aS a step in the broader war against the structure of the system itself; the 
‘tion of a strong rent control program will pave the wa way for even furthér pro- 
ssive reforms, ultimately leading to the undermining | of the system itself.” 


a 


Mutatls mutandt, 4 somewhat similar view of the world ts held by 

‘e opponents of rent controls, who see its advocates as misguided tenants 
astray by malevolent and ambitious leaders, suffering either from tgnorance 
Incompetence or both, from overweening political ambition, or from radical 
‘tical ideologies or simply fror the perverse egotism that intellectuals are 
-to, Unlike the malevolent interests theory, however, the view of the oppo- 
its of rent controls is not primarily concerned about the problems confronting 
-inceme tenants, and fails to acknowledge the real conflict of interests that 


erlies it. 


There ts substantial truth in the malevolent interests theory. In part, 
6 simply a statement of the fact that special interests operate continually to 
luence legislation and the execution of public policies, and that they do so 
“ing to benefit themselves thereby. Further, there clearly are clusters of 
scial interests allied together in opposition to rent control, just as most 
yants favor it. Highlighting the direct pecuniary interests of those opposed 
sent controls, and the way they may personally profit from the existence of 
ousing shortage, is important political ammunition, Identifying and person- 
‘ing the group, and even naming the individuals, on the opposite side of an 
ue can be a very effective organizing device: targets are clearly labeled 
u visible, and easier to attack. 


On the otner hand, the malevolent interests tneory is tncomplete as 
explanation of housing policies or conflicts. Individuals invest in real 
tate to obtain a return on their money; if that return is unusually high, it 
‘| drive the price of the real estate up until rough parity with other returns is 
sched. If only certatn types of landijords are able to squeeze 4 good return 
i of certain types of property, it is as likely to be the property that appeals 
che landlord as the landlord that creates the difficult property. Banks will 
vest, or not invest, according to the anticipated return discounted for such 
“ters @s security capital changes. If property ts bought, owned, built upon, 
jaged, sold, and ultimately pernaps abandoned according to the profitability 
each separate action, without any charge for soctal costs, then actors will 
near whose conduct will impose social costs on others. And such actors will 
tinue to appear as long as private profitability is the controlling criterion. 
‘try to prevent the actors from aciing as they do, while ieaving the system of 
~entives to act in precisely that way untouched, is a labor of Sisyphus, And 
jt has proven in fact. 


_ The linkage tax of rent controls to major long term change that is 
‘tilated by the malevolent interests theory is not borne out in practice either. 
en the most stringent rent controls seem quite consistent with the continued 
‘stence and even strengthening of political and economic systems in whtch 
state is dominated by the same power structures as in the United States, 
e National Socialist Party in Germany adopted a stringent form of rent control 
1942, and never permitted the more moderate controls of the Weimar Republic 
apse even in peace time. In the United Kingdom, even Conservative govern-~ 
ints have not suggested the abolitton of controls, and a by no means revolu- 
sary Labor Party, alternating in power with that Conservative Party, has 








Rthrough itp housing policies croatod a situation in which tho private landlord 
js a disappearing actor on the national scone. Closer io hame, {it need enly 
be remembered that the most recent major rent freeze in thts country was im- 
toosed by President Nixon in Phase I of his price and wage stabilization pro- 
ram, and that even Nixon's Phase II compared quite favorably with New York 

ity's present policles in the ceilings imposed on rents, 


The malevolent interests theory may also be a political liability for 
fproponents of rent controls. In terms of winning Immediate reforms, it can well 
lienate legislators. All landlords are not in fact personally evil; many of them 

E in fact be nice to their kids. If the landlords retain Roy Cohn, late of 
Carthyite fame, to represent them, as they did in New York City last year, 

ere {s no need to worry about personal sympathy for landlords influencing a 

ity Council, But many landlords are in fact little people, widows, veterans, 

focal people, blacks and Puerto Ricans. Excoriating such individuals will not 

ain votes for rent control; resting the whole case for controls on the malevolence 


nf tndividuals many of whom are in fact manifestly not evil weakens that case 
gonsiderably. 


Blaming malevolent interests for high rents has a more fundamental 
#rawback as part of any campaign for more radical actions. 
fargets selected individuals or Iimited interest groups, and appeals to state 
bower to help control their malevolent propensities, By doing so, it obscures 
the systemic nature of the problem. Individual landlords, bankers, or real 
pstate Interests have not in fact willfully chosen to act as they do, and thus 
preate a rental housing problem; rather, they have followed opportunities placed 
fs them bya private market system that anticipates that they will behave in 


it defines as its 


profit-maximizlng fashion, and that has no way of guaranteeing that socially 
esired ends are preferred over the ends of private profit. 


Arguing that malevolent interests create the housing problem ts just 
misleading (although it contains just as important a truth) as arguing that 
Le -lining causes housing abandonment, or that block~busting causes segregation-~- 
in the broader arena, arguing that collusive price fixing creates monopolies 
oe individual venality brings about despotic governmental action. All these state- 
nts are true, but incomplete. Letting the matter rest at such a point obscures 
ce re fundamental problems, and programatically leads to less radical demands, 
ve 


Finally, while the accusation of malevolent interests may be a stimulus 
short-term organizing, produce attractive slogans and incite to direct action, 
* also may {1mpede the development of sound strategies and interfere with effect~ 
we mass action. For the corollary of the proposition that malevolent interests 
roduce the need for rent control is that the proponents of rent control are all 
pnevolent, If there are devils, there must be angels. But in fact, as will be 
iscussed In detail in the balance of this paper, all proponents of rent control 
not advocate it for the same reasons: middle class tenants have quite differ- 
t interests from poor tenants, are served by quite different formulas and proce- 
ures, tend to adopt quite different strategies, and pursue quite different goals, 


suming a common interest by all parties in the pro-rent control coalition weakens 
hose that make the assumption, 


sain a 2 a 


C. The Approach of Political Uconomy. 


A more accurate explanation of the determinants of rent control as 
atate policy must go further than either the benevolent state or a malevolent 
@interests theory. In sketch form, an explanation grounded tn political economy 
sight run as follows: 





Rent controls do not form a part of housing policy," because the very 

erm "housing policy” {s a m{snomer (Marcuse, 1977, p. 11). There are a number 
be different state actions affecting housing, its location, financing, quality 
istandards, prices, race, quantity, etc. These are overwhelmingly determined by 
Ha ctors outside the housing sector, centering around issues of accumulation and 
wWegitimation, economics and politics, profits and power, in the society at large, 
Major state policy decisions on housing, and on rent control, are thus determined 
by causes outside the hcusing sector. These causes include the needs of accu- 
fnulation in the productive sector, particularly but not exclusively during war-time, 
fand the needs of legitimation, particularly during periods of actual or feared social 






funrest. 


Within the housing sector, rent control plays varying roles. If we 
Bange accumulation and legitimation policies along a continuum: 1 


k 
accumulation: exploitatton—____» rationalization —____y redistribution 


ideological 


a . n: repression—____3 
legitimation press integration 


— delegitimation 


eis rent control may be rationalizing or redistributive, ideologically integrative 
ier delegitimating. In itS.most typical U.S. form, (what is here later called the 
return model), it is at the center: rationalizing the pricing of rental units, 

and Buttes sing the assumptions of the legitimacy of a market economy. Where, 
= in ‘certain European countries, it goes further (towards what will later be 

*alied the tenant hardship model}, 1t appears as part of an overal! pattern in 

brhic » the private residential rental market {s seen as subsidiary to, and ultimately 
espendable in the interests of, paramount state concerns for continued exploitation 
nd even repression, 


There are both redistributive and delegtimizing potentials in rent 
rontrol, however. Their manifestation depends on the specific historic setting 
in which rent controls are establisned, the nature, strength, and understanding 
BE the soctal. movements that press for their adoption and enforcement, and the 
be of demands they put forward. 


Part I] of this paper takes up the relationship between rent control and 
ccumulation, It examines the economic impact of rent controls, what groups 
hight be expected to benefit from them and how, and under which circumstances 

hich economic interests are likely to hold sway. Part IIT looks at rent control 
the context of legitimation,. lt reviews the history of rent control in the 
Pnited States, with side looks at the United Kingdom and Germany, to see what 







olitically active movements and groups have pressed for rent controls, under 
what circumstances, and with what success. Part IV then takes an overall 

ok at rent control, to assess both its potential and its limitations as a 
ehicle for major social change, and draws some conclusions as to the 
pproaches which might heighten or dampen that potenttal, 









1, Accumulation 


In the sphere of accumulation, a hierarchy of concerns can be 
kentified that are affected by rent control, They may be listed as follows: 


* The needs of production and accumulation as a whole; 


The profits of private real estate interests; 
The housing expenses of middle-income tenants, 


\¢ the head of the hierarchy are the concerns of the dominant group 

the adeds of production as a whole. Such general needs, where they have 
ae certain actions in the housing sector, have always been dominant: 
fom the employer- -built housing of the textile, shoe, coal, and iron towns of 
he “Intted States to the housing patterns of the Ruhr valley to the English 
palin codes of the 19th century, the requirements of efficient and profitable 
ction have dictated the broad patterns of housing policy, Rent control 
as had to serve that purpose in war time: in normal times, its usefulness 
pth ig processes of accumulation has been less central, 


Pees 


as el 


Where tne needs of Sreaneion as a whole are not affected, a 

Ember of subsidiary concerns in the sphere of accumulation can be tdentified 
' affect housing: the development of consumption demand and the forms of 
Bliective consumption; the separate interests of the housing construction 
“dustry and {ts suppliers, of the land-owning and managing firms and indivi- 
als: and of the other economically profitable users of land, whose shifting 
pruirements have their spin-off consequences for housing, For rent control, 
id owning and managing interests are most directiy relevant; while tne 
ategory is a broad one, and needs to be disaggregated for some purposes 

“he separate interests within it, which include small individual landlords, 
P commercial landlords and resicential property owners, major corporate 
bg nstituttonal investors in property, a variety of types cf financing institu- 
Bn, and a network of supplier and ancillary interests, these private real 
‘ate interests generally share a dislike for rent controls, for essentially 
Dike reasons, and may be treated together as landlord PL EEE RSS 


Tenant interests, on the other hand, are not at all uni-directional. 
B distinction between the effect of rent controls on middlé inéome’and on 
i income tenants is crucia! for an understanding of the history and real effects 
‘controls. Unfortunately, although perhaps not surprisingly, good data on the 
sue ts very hard to come by, The evidence that is available, however, is 
pisistent in pointing to the greater benefit derived by middle income families 
gr controls than 18 produced for low income families. The list of communities 
b+ have adopted rent controls in the U.S,, set forth in the Appendix, is itself 
structive. 


Further evidence that middie class benelits from rent controls 

‘nate those of lower income tamilies can be found from tae political 
Prory of rent control agitation set forth tn Part I] of this paper, One may 
‘pusibly agsume that the motivation to political action bears some direct 
A4attonship to the immediate economic benefit to be derived from that action. 
ten middle income tenants press for controls, they may be presumed likely 
benefit from them; when lower-income groups are concerned. instead for 
Sp5lic housing and increased subsidies, adequate mainténance, and see rent 
ykes and public housing as their immediate solution, thelr problem may be 
3 nas going deeper than typical rent control laws would solve, The situa- 
an between middle and low income tenants in England appears to be similar; 
“Hthe typically understated words of Martin Partington, : 









Many of the rules of law set down in this book (concerning protec- 
tion of tenants and rent controls), inttially passed to protect the 
underprivileged in our society, are not capable of being used to 
protect those who orl@inally might have been though able to look 
after themselves (p. 5). 


frhout comment on the “original” situation, its present configuration seems 
bor. 


Let us see how thls hierarchy of concerns in the sphere of accumula- 
gt works itself out in the detailed formulations of rent control laws and their 


Wolica tion in practice. 


A. The Needs of Production 





‘Rent controls, in the United States, were first adopted during the 
-5, World War, and specifically designed to permit the influx of war workers 
military personnel to be accomodated in the major cities without adverse 
Riitical consequences.* The temporary rate of the influx might have been 
‘Brginally higher than that of earlier times, but certainly not much higher, and 
Be housing conditions confronting the new in-migrants was certainly no worse 
fn that confronting the {mmigrants from Southern Europe a generation earlier 
hehe immigrants from the South a generation later. But direct state action had 
Ei to the influx during the war, and tnterterence with the requirements of pro- 










’ te nad to take the responsibility for meeting the immediate needs it had 

h ectly created, Subsidy programs, while small {in scale, were Hnked to the 

woe issue, not out of benevolence, but because no alternative existed that 

id avoid political and economic problems. Economic concerns were primary 
‘cause {t was they that immediately and directly mandated the influx of workers; 
; political consequences of that influx then had directly to be dealt with. 


: In broad terms, the need to house workers newly required by 

Fi xpanded production, ata level that would attract them to where they were 
‘Needed with a minimum of unrest, was the most immediate and direct service 
ie rent control during war time. Beyond th t, the need to avoid or control 
Qafiationary pressures figured prominently, And, at the broadest level, rent 
‘ontrols aided in the shift of resources away from the nousing sectory of the 
jheconomy that took place in all countries during the war, attested by the drop 





ign the proportion of income spent on housing. ie - 


The developments in England were substantially similar. The 
Wramatic rent Strike in Glasgow in 1916, which led over the next few years 


upported by many of the major employers of the City. The linkage to political 


He to national rent controls and the establishment of council housing, were 
boncerns appears equally clear; Peter Dickens has recently reviewed the 


orrespondance tn confidential government communications which snows, even 
bro to the Glasgow strike, the concern by leaders that housing shortages 
fight lead to political unrest. 


In structural terms, the issue at such periods is whether the pos- 
thilities for additional profit of one sector of property ownership should be 
tees to imperil] the expansion of production the system as a whole in a 
iicuation where political as well as economic costs might be wide-spread, 
Ender such circumstances, the interests of the part are subordinated to the 
interests of the whole. Landlords must limit their rents, property owners 
restpone their profits. There is no inconsistency between such a policy 
ae even right-wing political tdeology; neither Hitler, nor Nixon, nor 


g 


@hurchill was ever accused of principled left-wing convictions. 
x 


Apart from the war time situation, when rent controls were imposed [ 

from above in the interests of production as a whole, themis, at least in the 

Frited States, no evidence of any direct relationship between controversies 

aver rent contro! and the production end of the accumulation process, Theore- 

Koally, a reduction in rents reduces the wages that would need to be paid to 

: worker to maintain him or herself. Housing is an essential commodity, 

nd in the long run a reduction in its costs should reflect itself in the level 

f wages paid. Further work needs to be done to develop this linkage, however, : 
practice, no emplover SuEpOr for rent controls that might be thus grounded 

pppears in the U.S. history. 


In the same way, it might be expected that the struggle for rent 
‘ontrols would be seen as a part of workers’ struggle for higher effective 
ee for a greater share in the profits of production, This does not seem: 
to he true in the United States either, and hardly appears elsewhere, The 


fvidence on the relationship of at least the reported organized conflicts on 


i 


[Donnison i Be DOR 
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ann the two issues Can we readliy summarized. The Central Federated Unton, 

Ee New York, gave support te the efforts at contrelling rent abuses in 1919~1920; 
to ese eftorts were primarliy through conventional poliucal channels, however, 
a n though there was at one point talk of a general strike--that did not mature 


; € og : 
ino action--in Support of nousing demands, Some cf the leaders of the rent 


eve 


Ee 

t j * 

Fe eikes of the early 1900's were also active union menibers, and at least one, 
ra be > . or 

» YOURS woman named Pauline Newman, beasn organizing rent strikes asa 

yh sa te . AW Se 3 

pasrect result of a wage reduction.” In 1936, tn New York, a City-wide Tenant 
CEE \ 

i aon was formed of three extstitng tenant's associations iargely around the 

a wa " 

r 

f 


 ygsue of support for striking building service employees, 


Apart from such isolated events, organized labor and the tenant 
snovement were not much not much involved with cach other, nor did rent 
‘sontro! figure prominently in any union political programs, In the 1920's, 
the bulk of organized labor opposed any type of public involvement in housing | 
av all; when it changed its position and supported the Wagner~Ellender Act 
-» 3936, it did so out of concern for the employment of members of the construc- 
as rades in the public housing to be built, and tenants had little tnvolvement 
ir the national political activities that led to the Act, 

The situation tn England and Germany differed cnly because of the 
greater ideological sophistication of their labor movements, not because work- 
Jace and housing struggles were eny more ciosely Hnked as economic issues, 
sae Glasgow rent strike in 19i6, that ultimately led both to rent controls and the 
progrem of council housing, was strongly susperted by the Labor Party (as well, 
incidentally, as by many employers’), and Labor as a parliamentary partv has 
always been more sympathetic to tenants than have the Conservatives. At the 
trade union level, incidents such as the support of Council housing tenants’ 
opoosition to increases in Council rents by concerted action through a one~day 
work stoppage in Liverpool in 1$72 are very much the exception rather than 


ne rule. 


Iwas 


By and large, the situation tn Germany has been similar: the more 
politically left the party, the more sympatiietic to tenant concerns, but the 
aympathy finds expression through political action, not through the linking 
af workplace issues with housing issues. Vverhaps Engels' denunciation of the 
proudhonists' efforts to convert the housing question into a matter of class 
struggle has had a self-fulfilling effect among at least the organizations of the 
wiarxist left in Europe, 


B rivate Real fstate Interests and the Details of Rent Control] Laws 


Under normal circumstances, then, (1.e., other than in war time), 
‘the direct interests of production have not been involved in controversies over 
cont control in the U.S, Normally, the issue involves only the distribution of 


: 5 
Spenser et ai., Pp. 4-5, 


McLoughlin etal., p. 39, 


ll 


Encome betwecn landlords and tenants; it.ts much more akin toa conventional 
t‘ommerctal transaction, in which shopkeepers try to obtain the highest price 
Ayey can, and consumers to pay the lowest. 










by and large, Engels' formulation, 
nat “we are dealing here with a quite ordinary commodity transaction between 
two citizens, and this wansaction procceds according to the economic laws 
anich govern the sale of commodities in general, and in particular the sale 

nf the commodity “landed property,"* still holds true, aC 


Poa 


Ponte 


The bewlldering variety of formulas used to establish rent limits 
nder rent control laws can be neatly categorized conceptually to show the 


sact nature of the impact on the economic position of landlords. The relevant 
fategories are: 

"Fair retum" formulas - under which rents are fixed so as to provide 
a “fair return" to the landlord on investment, on equity, or consistent with past 


tums, or on some similar base. This formula effects no redistribution whatso- 
$ver, and may even benefit landlords. 


ient with what they would be were a free market operating, based on comparable 
eats, on standards established by slze, amen{tty, and location, by past rental 
vels, or on some similar base. This formule effects no general redistribution, 


Ere: may, at most, limit returns in exceptional situations to those prevailing in 
he market generally. 


"Market" formulas - under which rents are fixed so as to be consis- 


"Tenant hardship” formulas - under which rents are fixed in relation 
p tenant income, on the basis of percentage of earnings, welfare standards, 
hanges in the cost of living, or on some similar base. This formula, if effect— 
ely administered, may tn fact provide tor limited redistribution from landlord 
t tenant. 


Rent freezes, depending on their levei, can come in any category. 
Ri gorts of combinations are of course possible, and laws as complex as 
few York's contain clements of ali three (the lust being the weakest and 
molying only to elderly residents where rent increases are limited based on 
geome). 


PE ROTO 


Generally, reference to one or another of these standards can be 
‘esdily found in the text of the legislation establishing controls, Monica 
a for instance, classifies 17 different criteria used to indicate the exist- 
re of a housing emergency in contemporary United States rent control laws 
i) erdinances into two broad groupings: those relying ona "rent factor... 
‘acing decent housing beyond the means of a large portion of the population," 
‘What is here called “tenant hardship"), and those relying ona “vacancy 
: tor...leading to Abuses in the housing market, i.e., rent gouging," which 







angels 1 Pe 23. 


Le 


oe comprehend both fair return and market rent formulas.* The quite different 
jrpact of the two theories {s not alluded io, 


In England: the distinctions are more clearly recognized, and tenant 
sardship, the only significantly redistributive formula, has been explicitly re- 
ected as the determinative criterion. In the words of the Milner Holland report 
He 1905, exorbitant rents should be defined as 







‘rents...Grossly out of keeping with the age and condition of the 
property.’ [It excludes} cases where the rent was high only in 
relation to the tenants means, which we treated as hardship and 
not as abuse,”*” 
ne Rent Act of 1968 gives a crystal clear definition (conceptually, {if not 
ractically.) of its linking of rent controls to the market rent: 


ine 
Wy 


In determining...what...would be a fair rent,...regard shall be 
had,...to ali circumstances (other than personal circumstances) 
and in particular to the age, character, locality and state of repair 
of the dwelling house.... 


hes parentheses excluding “personal circumstances" make it clear that hardship 
ntne tenant is nota factor, and no redistributive effect is intended. But neither 
3 the Jandlord'’s profit to be protected beyond what the open market would provide, 
- the Act goes on to Say: 





; bho 


it shall be assumed that the number of persons seeking to 
become tenants of similar dwelling-houses in the locality on 
the terms (other than those relating to rent) of the regulated 
tenancy {is not substantially greater than the number of such 


dwelling-houses in the locality which are available for let- 
ting on such terms, *** 









Bae inescapable empirical impossibility of trying to determine how many persons 
Bh vould seek a given dwelling-house, rent not being a factor (parentheses in 

Ki aghish legisHion seem to contain unusually interesting matter), when in fact 
eet is the most lmportant factor that more than any other determines what type 

% * S ulings a person seeks, has understandably caused substantial difficulty, 
Wajthough again the conceptual root of the problem does not appear to be generally 
Biscussed. 


The German formula {s today likewise a market rent formula, explicitly. 
miete-splegel, " rent-mirror, {s established for cach community, in which pre- 
ailing rents are reflected, separately by size, amenity, and age, Ceilings are 
mer, based On that standard, and only itidencs of changes in amenities, or mar- 
fot trends requiring modification of the mtrror, can substantiate a request for an 
f eee ial 


itett, pp. 35-37. 
pois iner Holland, pp. 163-164; see also Partington, pp. 22ff, 


raezent Act 1968, Sections 46 (1) and (2). 
nee Grenner. 
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What such market formulas thus do is to smoothen out the rental 
housing market, to standardize prices and perhaps quality, The logical 
extension of the concept would be to permit housing-market-wide bargaining 
+9 determine the level of rents. That system ts in fact permitted locally in 
west Germany, and is established nationally in Sweden, where national 
organizations of landlords and tenants meet annually to establish and revise 
rent charges. 


The fair return formula, the least redistributive of all, 1s predictably 
the most widely used in the United States, where the over-all strength of the 
sorces for redistribution are weakest. Where market formulas are used in the 
u,$., they are likely to permit increases, rather than hold them down, New 
york City's rent stabilization law, for instance, permits individual adjustments 
peyond those generally given where the rent would otherwise be 


substantially different from the rents generally prevailing 
in the same area for substantially similar housing accomo- 
dations, . 


Three features are characteristic of fair return formula, and together 
ansure that rent controls will act redistributively only in the case of the sever- 
ast shortage and most flagrant abuses. ‘The three identifying characterisitcs are: 


A formula to provide for a fair return; 
Automatic pass-through of operating cost increases: 
Adjustments permitted for individual hardships to landlords, 


Provision for a fair return to landlords has been held constitutionally 
required in rent controls under the due process clause by a number of courts ,** 
sitnough there are.also cases holding to the contrary.***In any event, almost 
ali U.S. rent control legislation includes them, Ina few,where the definition 
ofa fair return is based on some historic return earned at a given point in time, 
rhe assumption is explicit that that historic return was fair: 


The Director shall presume that rents for housing accomodations In 
this City in effect on October 16, 1974, were established at levels 
which yielded to owners a fair rate of return for such units, 


The manner of definition of "fair return" varies substantially from 
jaw to law. In some it 1s based on the owner's equity; in others on the value 
3f the property, which may In turn be based on assessed value {as it 1s for many 
purposes in Great Britain) or on appraisals made for the purpose; it may carry 


«New York City Administrative Code, Section YY 51-6.02 (b) 1. 
ee Hutton Park. 
«s# Bowles vs. Willingham, p. 13. 
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forward 6 doliar return from a prior per.ou, «cjustine tor inflation; or lt may 
ss calculated as 4 constant parcent of: gross runt. rierbert Selesnick* lists 

po less than seven different veriaidons of tacse formulas used in four commun- 
: ° “, ne iS 7 ry lava a 

ities under the Massachusetts local option law over a four year period. 


Fair return provisions seem to provide a limit on rent levels in the 
jong run by freezing the amount of profits that can pc derived from a given.-plece 
of real estate to some figure determined at a given point in time and then frozen 
there, possibly with an adjustment for inflation, The speculative element at 
Jeast seems thus to be removed from the market for residential real estate by 
fair return rent control laws. 


But this conciusion is erroneous. Capital gains on the sale of such 
property are not controlled by any rent contro! law in any jurisdiction in the U.S.,, 
yor, to my knowlege, in any European country. Reasonable calculations as to 
tne likely ending or weakening of rent control--calculations saindly based in 
past history-~make continued speculation in the appreciation of property values 
continue unabated. One major source of landlord profit is thus entirely unaffected 
py temporary rent controls, or controls exoectred to be temporary. 


Beyond this, even during the temporary period of subjection to rent 
-ertrois, the fatlure to Umit speculation in feir return rent control laws pemnits 
inmeciate rent increases to take place that reflect tne impaci of guch specula- 
jared 


gon, This is because most of the fair return formulas are in fact circular, 


tray pase the permitted return of sme asscsument of "value," "fair market 
price, OF “equity”; these figures are determincd by appraisals, comparable 


marger praces, OF the orice paid for the a@ctuei unit. But in turn the market 

spices oF That property aS w cil as o. comparnbis properties besed on the return 
expectca from it; the amount of equity will pe likewise influenced by anticipated 
return. Value 15 based on cxpected return, and permitted return is based on: 
wjlue. Thus, permitced reiurn is basec) on expected return, and the market de- 
vantines rents just as if there were no rent controls at all, 


the pass-througi of cperating costs from landlord to tenant is a 

grangard feature of faw revurn rent control laws. Under some, a Fair Net 
pera ting Income (FINO: is a recurrent term) is determined on a case by case 
nasis; in others, an annual increase 1s allowed based on some price index 

rsiarndard components of coerating expenses; in still others, a flat percent- 
cayy increé Se is allowed, basea on estimates of cost increases, If an absolute 
ceiling 1s fixed on increases which is less than the real increase in costs, 
were may be a redistributive aspect to pass-through provisions, If the ceil- 
ea are as high as, or higher than, real increases (and most are, partly under 
pressure of court rulings, and iz not, they vermlt hardship adjustments of the 
Laype described below to avoid their effects), pass-through provisions may be 


we positive advantage tor landiords, 
aad 


p, 63. 
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The automatic pass-throuch of operating cost increases removes 
the incentive to economize, and can protect, it it dees not reward, inefficient 
management. * More tmportant, tt removes from the bargaining arena what 
might otherwise be a very touchy issue: the rising cots of utilities and other 
operating supplies and materials, Oil companies, in this sense, are the big- 
gest penefictaries of rent control: jandlords no longer have any incentive to 
arque over price increases, nor to explore the feasibility of alternative sources 
of fuel. At the same thme, tenants are hamstrung in their opposition because of 
‘the {ntervening landlord and rent control regulations, which seem to render 
rofficial and inevitable fuel cost increases, Pass~through formulas inrent 
‘control ordinances thus are likely a blessing in disguise for landlords and 


‘suppliers. 


Adjustments for hardships to landlords are a final component of al- 
most all U.S. rent control laws. In New Jersey, they have even been held to 
be essential if rent control {s to meet constitutional tests of due process, ** 
they permit any landicrd who can show that the combination of statutory fair 
ceturn formulas with operating cost pass-through provisions are still inadequate 
#to provide an adequate return on the facts of that landlord's particular case to 
Enbtain an adjustment in rent to provide it. 


Allin all, the net result ci fair return rent control ordinances in the 
y sphere of accumulation is negligible. They tend to even out the market, to bring 
Ftermporary oF tsolated high rents more into line with prevailing ones. They 
rationalize the market for residential rentai properties, They even have some 
‘sayantages for landlords that may arguably contripute to increased net profits. 
bene rents fixed uncer them achieve a status of a legal sanction, that makes 
fundiyicuel efforts to bargain for lower reats more difficult. The vagaries of 
ne atomisuc free market are reduced; while unper limits are set on current 
: Se lower limits are also de facto establisned, Although data is not readily 






s at the rent contro! levels. ; 
t for the Rentalsman in British 
‘a F 4 L oy : ae 

‘EColumbla makes both thesc points: 


.. rent control,, may be peneficial wt the present time in providing 
a more orderly market. The Allowable Rent Increase can be used to 
indicate in general terms wnat would be a reasonable figure. The 
justification pcoccdure at least. indicates to tenants that a further 
increase is not completely arbitrary. *** 


ae 
One final bit of fragmentary evidents’ Supports this conclusion about 
dhe essentially neutral, rationalizing function of rent control in the middle income 


market, and the lack of impact in the low income market: cities under rent control 


senutton Park Gardens vs. West Orange Town Council, 68 N.J. 543. 


beenp, 12-13. 
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“seem tO show the same patterns of increases in rent levels as cites not under 
rent control. the one detailed study rcadily available compares Vancouver, ery 
with 4 tluctuating history of rent control over & years, with Toronto, without -- iF saad p 
gucs! controls: rents in fact went higher in the former than the latter. One es ; 
.may speculate that the housing market in Vancouver grew tight in the late 50's; 
“shat some agitation among lower income and politically progressive forces took 
place, gaining some support from middle income tenants; that the issue was 
“geen as an appealing one for political leaders, tn conventional vote-getting 
rerms; that a weak rent control measure was enacted, achieving some ration- 
“alization of the housing market, avoiding some temporary excess profits of 
“yandiords in the middle income housing market, but having virtually no effect 
ga low income rents; and that the underlying circumstances that began forcing 
rents up to begin with continued, only trivially moderated by rent controls, to 
sproduce tncreasing rents, on a par with what was happening elsewhere in Canada. 


There 1s some fragmentary evidence to the contrary in Massachusetts 
aut it ts based on too small a sample to be reliable;* (it 1s reported that rents 
wereased by 30% in one year after New York rent control laws expired in 1929);** 
and tnere 1s evidence, again unsatisfactory, that rents are being kept below 
helt market levels in New York by controls. But that is not the point here; 
ttis rather that rents are at best kept to “normal"market levels (normal in the 
economy as a whole) by controls > although below the leveis abnormal conditions 
gight make possible without contrcis. Controls thus function to even out rents 
nad permit a readier integration of the economy spatially. 


But the needs cf private accumulation are not only consistent with the 
gas return model of rent contrcls; they are consistent, depending on the specific 
rigtorical circum Stances, with even the most stringent tenant hardship models, 
rd in fact with the ultimate elimination of the private residential landlord en- 
‘avely from the housing market. Hitler, Churchtil, Nixon are the national leaders ! 
who have been responsible for the niost recent stringent rent controls in their 
asnective nations; tney are hardiy among the most militant challengers to the 


wreveiiing economic order, Britain has seen the virtual elimination of the private . 
andlord from the low-income housing market, and all-together private rentals 

~sw account for less than 13% of the total stock of dwellings, compared to 44.6% 
in 1950;*** yot Britain ts still clearly a free markct economy. In cther western 
gyropean countries, the private landlord has been in David Donnison's words, 

‘a goth regulated and subsidized,..he has been employed, unwillingly perhaps, 


‘ys on instrument of houstng policy."**** In the broader picture, the role of 


tm! 


—~ 


*5elesnick 
-McLoughiin, p. 15. 
esWolman, p. 47. 
‘eet*Donnison, p. 86. 
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the private landlord, and the particular profits associated with various permuta- 


sons of that role, are not indispensable to the accumulation function of a private 


market economy; landlords may be entirely unicttered, virtually eliminated, or 
regulated and controlled, and yet the system prospers, ent controls are as 
likely to serve more smoothly to integrate the functioning of the private land~ 
iord with the needs of accumulation of the economy as a whole, as they are to 
redistribute normal rental market profits from landlord to tenant; at least in 
the United States, that conclusion hardly seems in doubt, 
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Ill, Legltimation 


Just as a hierarchy of cafcerns in the sphere of accumulation affects 
rent control policies, se does a hierarchy in the sphere of legitimation, They 
may be stated as fellows: 


* threats to the stability of the system as a whole, real 
or perceived; 


* political conflicts among major parties, classes, and 
interest groups within the system, outside the housing 
secwr; 


* immediate profits and the quest for long-term legitimacy 
by private residential real estate interests: 


* pressures of middle-income tenants fer a better housing 
bargain; 


* demands of low-income tenants for improved housing. 


These are forces affecting rent contro] policies as they are reflected in the 
yolitical sphere. Tney can best be seen through an examination of selected 
ase{ ods in ths history of rent contrels and the cenflicts surrounding them. 


2, The Period Aiter World War I_ 


Rent control inthe United States, as well as in European countries, has 
is origins in the first World War. The predominant needs of production dictating 
the adoption of such controls have already been outlined; the war-time situation 
ig ong dn which the particular interests of the groups involved.in property owner- | 
ship and renting had to be suBordinated to the more critical needs of those con- . 
aemed with the productive processes as a whole. i 


Pest~-war patterns evidence a reamserkable similarity, both between the 
oe World Warg and batween Europe and the United States, In each case,the 
ewong pressures Craated by the concentration and expansion of production in 
argas Of insufficient housing abated rapid}y. In each case, there was concem 
avout the political repprcussions of the adjustment to peacetime. In some cases, 
‘ra was a directly revolutionary situation (Germany, 1918); in others, there 
was real concem that such a situation would arise, In each case, there were 
er, fact directly political movements questioning the legitimacy of the system, 
‘povements with significant mass base: the Labor Party in England, the Social 
‘hemocrats in Germany, the Socialist Party in the U.S., after the first World War; 
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the liberal-to-left trends coming about after the second World War in each 
country, supported by the temporary prestige of the Soviet Union and the 
G.P.U.S.5.R. abroad. War-time rent controls, although no longer needed in 
the interests of accumulation, could thus not be abruptly dropped because of 
concer about the basic preservation of the economic and political system it- 
self. 


The depth of that concern of course varied from country tocountry and 
between the two post-war pertods. in both England and Germany, it was 
serieus enough, on the part of the State, and the forces of opposition were 
strong enough to push the State into permanent involvement with rent controls 
in modification of private market pressures. Private real estate interests assumed 
a subordinate position, both politically and economically, vis-a-vis the interests 
of the more general productive processes. This is not to say that real estate 
interests did not recover from their low point of the 1916-1921 period in England 
and Germany~~they did, through continual erosion of the content of rent controls~-- 


put they never regained that significant impact on nous ag policy that they still 
have in the U.S. today, 


The pattern differed in the United States, because it came out of the 
first World War very much stronger economically than it entered. Both its 
domestic productive apparatus and its international pesition were much enlarged 
and strengthened. After a brief setback in 1919, economic growth began a steady 
upward movement from 1920 to 1928, Inflation remained under control. At the 
same time, the political counter-offensive against the radical tendencies that 
nad emerged during the war was launched {fn earnest with the Red scares of 


1919-1922. The Socialist Party was one of the main targets of that successful 
country -offensive. 


Rent control nad in fact become an integral part of the general political 
struggles in which the Socialists were involved by 1920, The history of the 
tenant mevement, at least in New York City, is in the process of being well 
documented through the work of the Tenant Movement Study, including work by 
fon Lawson, Stephen Barton, John McLaughlin, Joseph Spencer, and others, 
undertaken through the Center of Policy Research in New York. Much of the 
* folowing material is drawn from their working papers, listed in the references 
at the end. 


At the height of the tenants movement in 1919, the Socialist tenant 
leagues probably had 25,000 members, and there was serious concem on the 
part of the New York City administration that the Socialists would be able to 
organize 4 mass rent strike of 250,000 families, * 


This is not of course to say that problems within the housing sector 
wore net a major factor in developments on rent control. The vacancy rate in 
. New York City was estimated at .36% in 1920; ** 5% 1s the sreak-point at 
which decontrol goes into effect under current New York law, and a rate under 
e Spencer et al. p. 4 
ev Spencer at al. p. 1 
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gids almost mnheearad of fi ary nomeadcuarbei, oo tonite built in Naw York 
gio to the Venement tloune Act P9GL, cist tau badit to arosaly inforier 
eaaanies were Galimated as vacant te Lodo dat wore peoceupied by 1920. * 
tyen apsent a Souidalist Party, strong Lanant nepllation was to be expected. As 
arwas , however, much of the tenant orgenizing in tne immediate post-war 

period ay New York was done by ideologicaliy committed Socialists, the tenants 
groups inet in Socialist nalls, they were stronq in areas where the Socialist 
party was Strong, and their leadership was frequently Socialist Party activists. 
‘he fate of militant tenant action, inchiding pressures ror strong rent control, 
gas for the time inextricably linked with the fate of the Socialist Party in New 
ark « 


The combination of radica! politica! agitatien and real housing crisis 
was enough to raise a real threat to the leqiamacy of the existing system, and 
the existing state apparatus was worried about its ability to cope with it. The 
ourts, in particular, became hopelessly overloaded with eviction cases as 
‘tandloras took advantage cf tne housing shortaqe to raise rents and evict 
yenants who could not or would not pey the iicreases, it was the Municipal 
rourt judaes, complaining about their own inability to PORE with their case load 
‘ad the aancers that dispossessed tenants would become "easy prey for agitators 
ewig ere Bolsheviks and other radicals," ee vittu tiially were the key in getting 
re New York State Leqislature to pass the Umerquncy Reut Law of 1920, 


All of the first threc of the four determinative factors listed at the outset 
,ehis aiscussion thus combing? to ees post- Worl: War I action on rent 
rentrol in New York: concern by the state. with the stability of the system, 
toad political conilicts in which rent eel was a subsidiary issue, and the 
wifftant demands cf those ares from the nousing shortadqe. The separate 
aaSuence of middle class housing pressures wa: not distinguishable ai the early 
guages of these develop nents. As time wernton, however, and as the counter- 
gtensive against the radicei pressures for rent control grew more powerful, the 
wfuence of micdle class eel concerns Hkewise grew, 


Some “moderate” groups sprang up during the neight of the Socialist-led 
gqitation around housing. Some were based on community councils; others 
“were tenant igencimtean with names like the Fair Play Rent Association in the 
‘gone; many had close links with existing political Democratic and Republican 
gagerizations, 4 and tles to patriotic groups like tne Sons of the kevolution and 
ee American Legion; *** They became active in the legislative controversies 
aver rent control, and soon fermed close ties with Govemor Smith and the regular 


party leadership. 





With the passage of the Emergency Rent Law in 1920, the rent control 
snue was shifted from the political to the administrative arena, Concomitantly, 
hs atrencth of moderate groups waxed as that of radical groups waned, There 

pag row en ing titutional rele to be played: the interpretation of the complex 

paw 1OWS, and perticipetion in their administration. The moderate groups willingly 


ie Soeancer & at Bly De i, 
sa Ssancer ot Bly Pe 2 


“400 Spencer ot Al. De. 
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played that role, and beceme closely tied to the Smith political machine. The 
constituency of the more radical groups, decimated by the Red scare, coopted 
py the processes of the Emergency Rent Law, and affected by the slowly improving 
housing situation, vanished. By 1928, when the Rent Laws were allowed to 
Japse, no strong tenant actions opposed tho event, 

ior 


B, The 1930° s 


The quite different evolution of rent contro] conflicts in the 1930's can 
be traced to the quite different evolution of the five determinative factors 
suagested above. ‘Tho issue of leqitimation was clearly more critical in 1933 
than in 1919, Its force was such that only national, not local or state-level, 
actions Were seen as appropriate, and directly economic, 1.e., income-related, 
measures seen as relevant to) the demands of the poor. For them and their 
organizations, housing became subsumed under much more pressing issues, 

Tho priorities were condrueat with the seen with a rental vacancy rate reaching 
22% on the Lower Last Side of New York in 1934 and 1935, * the immegiate 
problem was not a housing one. 


As the deteriorating economic situation beqan to result in the abandonment 

of buildings and the reduction of maintenance and repairs to tenements, agitation . 
on housing issues increased among low-income families. Rent strikes proliferated 
in 1936, and first local and then city-wide tenants groups were organized. The 
City-Wide Tenant Council, formed in 1936, was a delegate body representing 
2 number of local organizations, and developed a substantively radical program. 
included support for direct construction of public housing, increased payments 
te rent under the Emerqency Relief Bureau program, vigorous code enforcement, 
aac opposition to public funds for rehabliitation that would result in higher 
reits for tenants, On rent controls , one of its cardinal demands, its position 
wes unequivocal: rents should be pegaed entirely to tenant incomes, and the 
‘evel of landlord profits ignored, ** The adoption of the tenant hardship, 

gether than the fair return, formula for rent control ceilings marks the low~income 
ieaaiien of the organization. 


Yet thea City-Wide Council and its allias met only very limited succass 
in their efforts. The Minkoff Act, passed in 1938, was the furthest they got; 
tt prevented rent increases in old-law tenements that had code violations, 
while this was not an in sienteicant victory, it was the limit of success for 
tow-income oriented efforts at rent control. 


The disjunction bstween low-income and middle-income housing concerns 
may explain the failure of tenant demands for rent control in the 30's, compared 
5 their success in the early 20's—a contrast the more striking because of the 
similarity of other determinative factors in the two periods. In both cases, 
there were Serious concerns about the maintenance of the legitimacy of the 
established order; in both cases, housing became one of a number of pro~ 
srammatic concems of broader political movements; in both cases, the housing 


+ Spencer etal. p. 9. 
s« Spencer et al. p. 14, 
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problems of low~income families were severe. The difference lies in the 
housing gituation of middlo-income groups. After the first World War, they 
wero complementary to those of low-income groups: an absolute shortage of 
units, excessive rents. After the Depression, they were dissimilar. Fore- 
closures were the number one problem for thosemany middle-income families 
who had succeeded in purchasing their own homes in the 20's. A moratorium 
on foreclosures, followed by assistance in refinancing, was their preferred 
public program. And that was the program that in fact was the first adopted in 
the housing field in the New Deal. 


As far as middle-income renters are concemed, good data are not 
readily available. The logic of substantial vacancy rates, a sharp reduction in 
new household formation, lessened inmigration and reduced mobility generally, 
all:point towards a renters‘ market for middle-income tenants. In the largest 
oities, for instance, those over one million, population grew by 48% between 
1920 and 1930, but growth dropped to 6% between 1930 and 1940. * 
tho Consumer Price Index for rent {admittedly a very gross aggregate measure) 
‘rose frem 85.3 in 1919 to a pre-war high of 126.4 in 1925, stood at 114.2 in 
' 1930, dropped rapidly to a low of 78,2 in 1935, and then climbed very slowly to 
only 86.9 in 1940, ** The available evidence suggests that middle- 
income families benefited the most from the favorable situation for renters in 

ya: 1930's. Low-income famiiies, with eamings falling more rapidly than rents, 
were forced to double up, and found landlords reducing services and maintenance 
| to offset losses of revenue from rents. Certainly the history of efforts to achieve 
sont controls and effective public regulation of housing standaris reflects the 
avsence of middle-income pressures in the 1930's. The limited results can 


_gerhaps best be explained by that fact, given tne distribution of power in the 
society as a whole. 


The World War I and post-war history of rent controls in the United States 
ag well) as in Europe is a virtual duplicate of the World War I period and its 
sftermath. National controls were initially imposed during war-time, with con- 
cern for tenants' incomes and ability to pay, and perhaps concem for inflation, 
graempting fair return or market considerations, As the post-war housing shortage 
gzs cradually alleviated, controls were abandoned (in the U.S.), or weakened 
Kn England and West Germany), with the emphasis gradually shifting from formulas 

_yased on tenant hardship to market formulas. Finally, the adoption of fair retum 
fommulas signaled the virtual ending of any significant economic impact of rent 
controls except in particular and exceptional local circumstances of acute 
snortage. The details of the history can be found in a number of sources (Lett, 
¥loods, Fisher, Partington). It bears out a general pattem in which the over- 
riding needs of production in war-time give way to legitimation concems in the 
immediate post-war period; once assuaged, the fortunes of rent control hinge 
antyely on the shifting participation of middle-income and lower-income tenant 
eressures, and are dominated by developments in the general political sphere, 
ather than within the housing sector. 

+ ¥U,5, Historical Statistics, p. 14. 
oe U.S, Historical Statistics, pp, 125-6, 


23 


A word on ths most recent decada in the United States will provide 
current evidence. 


There was a new wave of mass action on rent control in the U.S. 
from 1968-1976. Beginning with a successfui upsurge of action from 1969-1971, 
the tide of battle fluctuated between 1972 and 1974, (New York City leading the 
way downhill in 1971}, the substance of rent controls becoming gradually 
watered down and converted to the benefit of higher-income tenants, and after 
1975 defeat followed defeat. The deveiopments may be seen from the following 
chronology :* 


1969 Miami Beach adopts ordinance 
New York City Rent Stabilization Law 
(extending weak controls to previously uncontrolled 


units) 
1970 #$Massachusetts local option law 
197i New York State vacancy decontrol 
1972 Feb, 2 Fort Lee onlinance 


Berkeley, Calf. ordinance 
(Miami Beach ordinance invalidated) 


1973 Weaker Miami Beach ordinance adopted 
(Miami Beach ordinance invalidated) 


1974 Weakest Miami Beach ordinance adopted 
New York State Emergency Tenant Protection Act 
(weak controls) 
Washington, D.C. ordinance adopted 


1976 April 1,Massachusetts local option law expired, 

campaign to renew failed 

Boston vacancy decontrol 

HUD Rule 403, excempting Federally-assisted housing 
from state or local contro!s, adopted 

(June 16 Berkeley ordinance invalidated) 

Califomia anti-local option state campaign 

June ,Bangor ordinance defeated 

August, Washington, D.C. ordinance weakened 

New Orleans, Boulder, Colo., Madison, Wis., Councils 
refuse to put rent control on ballot 

Ann Arbor, East Lansing, Palo Alto student-led rent 
contro} initiatives defeated 

December, Miami Beach ordinance repealed 


* Shelterforce, Lett, Keating. 
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How explain this chronology and profile? 

Outside of the housing sector in this period, strong and often violent 
protests and opposition forced the adoption of redistributive legislation at the 
national level between 1964 and 1968. That tide turned in 1958--obviously 
over-simphifying a very cemplex pattem--and efforts became more focused at 
the local level. Whether that development was the result of the change in the 
fortunes of combat, or a developing conscious change of strategy of the opposi- 
tion, is a moot question; both developments occurred simultaneously, the first 
no doubt influencing the second, 


Rent control became one of the foci of local action, then, in 1969 and 
the very early 1970's. Actual victories were few and far between; those that 
did take place were fragile, and often preempted middle-class tenants, or 
evaded by more and more industry groups--builders of new housing, marginal 
slumlords, condominium converters, and landlords generally through vacancy 
decontrols, broad pass-through formulae, large blanket increases. By 1976, 
the ide had clearly tumed at the local level, and the fight for rent control became 
3 holding and defensive action with less and less in economic interests at stake. 


The ideological component of the battle becomes correspondingly stronger 
as the basic issues of accumulation are less involved, Rent control is a vital 
-jssue today because of its ideological relationship to the oes crisis. The 
recnnical formulation of the issue is "erosion of the tax base;" the content of _ 
the issue is the legitimacy of the shifts in power (and to some extent resources) . 
that occurred in the 1960's. Rent control is seen as a trophy in the battle of 
the 1960's, one which the counter~-offensive represented by "the fiscal crisis 
ei the cities" intends to recapture. The lanquage of the Senate Committee 
on Sanking, Housing and Urban Affairs in its report on the New York City Loan 
-trogram in May, 1976 1s typical: 


Finding--The Committesa finds that the rent control program...is a 
major cause of the decline of New York City's housing stock and 
the 6rosicn of its real estate tax base. 





Recommendation-~The Committee recommends that the City and State 
confront this problem squarely and, lf necessary, take the actions 
needed to phase out rent control...The Committee cannot view with 
complacency the continuing decline in the City's real estate tax collec- 
tions, which mirrors the docline of its housing stock. Whatever the 
rolitical costs, the State Legislature will have to confront the rent 
control problem. (p. 3, 14). 





vio staga is clearly set for a use of the weapons of the fiscal crisis directly as 
xditical leverage torestcore accumulation not only to economic but also to 
soiitical primacy at the local level. 
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AV, The Strateqic Potential 


Changing the perspective now away from the past, what role is rent 
control likely to play in current and future political and economic conflicts ? 
How important an issue is it Ukely to be in future struggles for progressive 
gocial change? What characteristics will heighten its importance, and what 
characteristics will limit it? 


The comments that follow must of course be seen in a broader context: 
housing itself ts only a part of a much larger picture, and a rather subsidiary 
part, it has been previously argued. That broader context is not described 
here. Further, I have argued elsewhere (Marcuse, 1977) that “housing" is more 
a convenient category for analysis than a substantive and independent variable 
on the historical scene; yet some comments on the role of housing itself as 
a political issue are a necessary part of any comment on the political role of 
rent control. 


A, The Potential for Major lapact 


Rent contro? as an issue around which major mobilizations are likely to 
take place, then, or mass movements to form, nas the following positive 
cheracteristics: 


l. it deais with housinc, one -of the most important problems for in~ 
dividuals and families in their everyday lives, Housing consumes 20-30% of 
average famlly income; itis the single largest expenditure in the household 
budget. The residence is the place where most persons spend more time than 
anywnore else, Its characteristics affect the quality of individual Hfe directly 
and significantly. Its importance transcends even its critical role of providing 
shelter, and links it diractly to problems of alienation endemic in the social 
system (Marcuse, 1976). 


_2,. The market, and policies dominated by market forces, are peculiarly 
“unlikely to preduce socially desirable housing arrangements, Because of the 
‘high capital cost of new housing, as well as its high operating costs, income 
inequalities will be blatantly sxhibited in housing patterns. The demands of 
precuction and the demands of consumption conflict directly in the market for 
jand, unlike the market for telephones, for instance. Production dominates, 

and consumers must buy their way out of the resulting problems with such 

income as they may have. 


Other weaknesses of market allocations are accentuated in housing. 
Social costs are substantial and have quite different impacts from private costs, 
major externalities exist that are not captured in market reckonings, the interests 
of future generations in decisions with long-lasting consaquences play less of a 
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role than the profits of present generations, intangibles such as community, 
friendliness, diversity, beauty, which need social action for their enhancement, 
are not likely to fare wel] in a market-dominated housing system, And the 
negative results, in housing, are not obscure or remote or even debatable. 
Efforts for better housing may thus readily be used to reveal deeper political and 
economic problems. 


3. Rent control, among housing issues, is one of the most likely to 
generate mass involvement. At the one extreme, direct action, as via rent 
strikes, utilities withholding, or squatting, involves high personal risks, risks 
which for an individual can only be minimized by an already high level of social 
organization. Where either such social organization already exists from other 
sources, or where the risks are seen as slim because what may be lost is in 
any event undesirable, direct action is moro likely; thus direct action in the 
Depression, or in the ghettoes in the 1960's, Otherwise, direct action is un- 
likely on a continuing basis under normal circumstances. 


At the other extreme, campaigns for increased public subsidies are too 
remote in their targets, too long~term in their potential results, too indirect and 
diffuse in their impact, and, at least in the United States today, too little based 
on what is @nsidered politically feasible, tc generate major mass involvement. 


Rent control has the potential for avoiding both of these weaknesses. 
Because it is directed at government action, it does not jeopardize the individual's . 
home; because it will directly and immediately affect his or her monthly rent, 
its potential benefit does strike home. It is local and direct, and the issues 
are comprehensible in the short run to everyone. It suffers from a lack of 
acceptability in conventional politics; once legitimately entered onto the 
political arena, however, it is likely to be a strong issue. 


Eurcpean oxperience tends to corroborate the foregoing. Council housing 
in England and sccial housing in Germany are well accepted in these politically 
more advanced countries, but rent strikes have not been major weapons there 
either. Rent controls and subsidies—often linked together~-have, however, 
been the subjects of substantial political pressure. 


‘4. Coalition buliding is feasible for rent control. Low-income and 
riddle-income tenants have a common interest in bringing rents down at ‘least 
to the fair retum level, And it is a true common interest, not merely a coalition: 
built on trade-offs and reciprocity. The push to confrol rents below the fair 
retum level, and to deal with hardship issues, movés from common interest to 
reciprocity. Middle~income tenants do not suffer from hardship in the same 
gense as those of low income, and the ideological implications of hardship 
formulas will not appeal to those already dcing well within the system. The 
dangers of cooptation discussed below thus are of conceam. Within such limits, 
however, effective coalitions can be, and have been, built around rent control. 
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-Such coalitions can be useful even beyond their common ground, by 
producing successes on which low-income efforts can built to go beyond the 
{ssues on which the coaltion agrees. Immediate successes are important in 
the dynamics of mass movements, and coalition possibilities will help ers 
them for rent control. 


en 
£ 


5. The oppression of women within the family can serve to heighten 
the militance of movements around housing issues, although it may also dampen 
_{t. Women's traditional role within the family makes them more keenly aware . 
of the irrationalities of the housing system; they are more immediately and 
“more significantly etfected by it than are men in the traditional male roles. 

- Women have thus historically played a leading role in tenants movements, 
and are today. 


The home is also, however, the scene of the exploitation of women within 
the family. The discontent of a woman with her housing, whether she is working 
outside the house or within it, can be seen by a husband as discontent with him, 
. and what he provides. The response can be his efforts to increase the burden on 

her, and/or to blame her for the conditions of the heuse. This will of course be 
' more true of conditions of the individual dwelling unit than of the neighborhood, 
- which are less within the individual family's control; but itis at the level of 
the individual unit that many housing-centered conflicts occur. Again, rent 
- gtrikes and actions against individual! landlords about individual units aggravate 
- the problem; neighkorhood actions, and actions directed at public results, such 
as rent control, are less subject to be vitiated by intra-famlly sexism, and more 
ukely to cali forth the accumulated and repressed leadership, energy, under- 
standing and organizational skill of women. 


. By, Limiting Factors. 





The factors imiting rent control as a social issue and basis for mass 
action are as follows: 


1. Controversies about housing take place at the consumption, not the 
production, end of the economic system. This is not to say that housing does 
not play a critical role in the ‘production processes, or that state policies affect- 
ing housing are not significantly motivated by considerations arising out of the 
. production processes. Nor ig it to say that consumption is not a critical variable 
in the smooth functioning of the productive processes and the economy as a 
whole. oth of these issues have been the subject of much discussion, and 
gome controversy, in the current literature, and it is not intended to investigate 
them further here. 


The point here is simply that controversies surrounding housing are 
attenuated in their irnapact on the fundamental relations of production, While 
victories on housing issues, such as the imposition of rent controls, may weaken 
the legitimacy of the dominant relationships, particularly if their full ideological 
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implications are drawn cut {n the course of the struggle, such victories do not 
geriously hamper the accumulation process, the economic processes of the system. 
Concessions can therefore readily be granted, and compromises achieved. Rent 
control may, from the point of view of the dominant economic groups, appropriately 
be submitted to the conventional political processes for resolution; whatever 

that resalution is, only some marginal economic interests will be affected, and 
that within quite acceptable mits. 


European experience certainly bears out this conclusion. All kinds 

frent conwrol schemes, from extraordinarily rigid, as during war-time, to very 
loose, as in Germany today, to repeal, as in Sweden, are consistent with govern- 
ments running the spectrum from conservative to liberal sociaHst. The same is 
true, more broadly, of housing polictes in general. Housing is marginal to the 
productive processes, and a wide range of approaches to housing are compatible 
with the continued prosperity of a market economy, The ultimate sensitivity 
of the system to housing issues is thus not great. 


2. Housing appears as a private matter at present. The ideological web- 
built up about housing over the last two centuries links it with the sanctity of the 
individual and the nuclear family, the private personalty, the refuge of each 
gerson from the outside world, The free-standing single~family house is the 
symbol of that idcology. The wpartment shares it; even the police, the direct 
agents of the state, need a warrant (theoretically) to violate it. To see this 
supremely personal adjunct of one's life as a social product, to put its future up 
to the vagaries of political or legal or direct action controversies, runs against 
ingrained (in the active sense) convictions. 


By the same token, improvements in heusing are seen as functions of 
individual action. Unlike job upgrading or increased pay, which are seen by 
most workers as functions of collective action, improved housing is seen as 
moving up--moving, not staying and collectively upgrading. Thea impetus for 
shact-range collective ection is thus much reducec. Only for the elderly is this 
not sc; their interest in collective action on housing issues is thus likely to be un 
youelly high. This can be seen both on neighborhood issues and on issues as 
rant controls both of whose importance is inversely proportional to individual 
movility. 


3. Ease of coalition-building has disadvantages as well as advantages: 
the likelihood of submergence of the goals of lower~income tenants to other 
members of tne coalition. History shows a number of examples of such sub- 
mergence: the svents of the 1920's in New York, when after passage of limited 
rent control iaegislation tenant groups became virtual administrative adjuncts to 
the New York State Democratic administration; the shifting emphases of the 
conflicts of the early 1970's; the erosion of united action after the rental market 
for higher income tenants had loosened up in Sweden and Germany; the shifting 
nature of the formulae for limiting rents in the United Kingdom, 
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4, The subordination of housing to broader issues is as true of specific 
situations of conflict as it is at a more general and theoretical level. Housing 
is the focus of few political organizations, and few major political changes are 
centered around housing-related concerns, Even the ghetto rebellions of the 
1960's, which were as directly related to neighborhood -level conditions and 
took place on as close to a community level as any major social upheavals in 
recent history, did not focus heavily on housing. Housing problems were high 
among the complaints of participants, ininterviews after the event, but improved 
housing was hardly seen a3 the major solution betngq demanded by those events. 

fevements Originating in housing cr rent contro] problems must be ready to 
adapt themselves to different demands and confront different challenges as 
situations develop. This may often mean rent contro! demands will suffer, as 
they did when the Socialist Party had to turn to defend its parliamentary legality 
in 1919 and 1920, or-when racial issues took center stage in the 1960's, or 
perhaps today, with issues of employment at the national level and housing 
abandonment at the local level have become pre~eminent, 


5. Rent contro] is inherently a quantitative issue; quantitative issues 
are by nature negotiable; negotiations lend themselves to bureaucratic handling, 
technical detail, leadership centralizatien, passive membership, and compro~ - 
mise. Like wage demands ina factory, ceiling rents on housing are as easily 
ge6n as matters of mutual adjustment as of principle. There are of course 
principled issues involved in rent control, as there are in wage demands, but it 
takes an effort to keep the issues on the plane of principle, to comtinue to em- 
phasize the issues in the face of the temptation to haggle over amounts. 
Quantitatively negotiable issues are rarely the bases for fundamental conflicts... 


6. Rent control is a device to regulate ene aspect of the private 
market in housing. It assumes the existence of that private market. It simply 
tries to smoothen out that market, to make it function more effectively, to make 
it more “orderly, " 


At the level of liberal/conservative political controversy, rent controls 
do belong on the liberal end of the spectrum. They suggest that there is some 
public interest in the requlation of the privato market. Their position on the 
spectrum is akin to that of public utility regulation: fundamental institutions 
and arrangements are not challenged, but marginal decisions are overseen. That 
does create some ideological issues of legitimacy, and some opponents of 
rant control see it clearly: when Frank Kristof speaks of "the instituHonaliza- 
tion of the notion that increases in rents... are a privilege and not a right," * 
he ig succinctly capturing the political thrust of rent control—more accurately 
than those opponents who shout loudly of rent control as socialtsm and a 
subversion of the froe enterprise system. Rent control is a populist issue, in 
the classical sense, not a radical one. 


* Kristof, p. 13. 
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There is an essential problem in trying to make it a radical issue in 
sny deeper sense. The private market, no matter how regulated, overseen, 
and controlled, will never meet the housing needs of the poor. The forces 
that dominate the private market will never allocate land to housing, nor 
housing among its users, in the same way that demecratically, politically om 
determined, methods would. Objectively, rent controls do not, and cannot, 
no matter how far pushed, lead to a radically different social result than the 
present market system. 


KEKEKKERKK RK 


The more radical {mplications of rent con‘ro] arise from what it can- 
not do, not from what it doas. If these implications are drawn during particular 
campaigns, the possibilities for advancing delegitimation exist. In some 
campaigns, the implications have histcrically been drawn, and some of the 
croups involved in current controversies draw them, Urban Planning Aid in 
Boston, for instance, in analyzing Massachusetts’ rent control laws, says, 
in deliberate and well chogen words: 


Underlying (landloris' opposition to rent control) is the basic 
assumption that the private market system can be relied upon to 

meet the housing needs of Commonweaith residents, But the 

growing scarcity of decent, affortable housing throughout the state 
casts considerable doubt on this proposition. If the private sector 

4s unable or unwilling to do the job, subject to socially necessary 
forms of requlation, the solution is not to repeal or medify govern- 
ment controls. Instead, new forms of housing finance, ownership, 
and control must be created mors adequately. serve people's housing 
needs... * 


The Metropolitan Council on Housing in New York City is more explicit in what those 
naw forms might be; their program, appropriately entitled "Housing in the Public 
Domain: The Only Solution,” calls for a Housing Board elected by Tenants Com- 
mittees to managé as much housing as is necessary to alleviate the housing 
shortage and permit every tenant a decent home for 15% of his or her income. ** 

The perceived limits of rant control, not its strangths, produce such recommenda- 
ions. 


Within the narrower confines of rent control, aspects that will tend to 
proaden the {ssues can be identified: 


* Using tenant hardship as the determining criteria for setting 
rents, rather than returns to landlords; 


* Urban Planning Aid, 1-2, 
** Hawley, pp. 55-38. 
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* acknowledging and highlighting the limitations of 
rent control; 


7 developing programs that will increase the redistributive 
impact of controls; 


* using the anomalies produced by rent control to highlight 
the irrationalities and counter-social results of the private 
market in housing; 


* linking rent controls with the need for immediate subsidies 
and ultimately "housing in the public domain,” 


Because rent control directly affects a poor tenant at the immediate 
point of hardship, it will be a strongly felt issue at a time of crisis; because 
rent control assumes the continued existence of the deeper causes of that hard~ 
ship, it will also be a limited issue. It is likely in the middle range to be pre- 
empted by middle-income groups, and to provide few real benefits for the poorest 
and worst housed. Its fate will in most cases be determined by forces outside 
of the housing sector, and it will be a primary demand in few major struggles. 
The history of rent control and its determinants bears out these essentially 
strategic conclusions. 


Rent controls may be presented as the method used by a benevolent 
state to ameliorate distortions in the housing market in the interests of the poor 
and the ill-housed. Ofthey may be presented as a victory of a unitary tenants 
movement over a set of malevolent interests. In fact, neither explanation is 
‘historically correct. Where rent controls have been effectively implemenied, it 
has been because of the needs of accumulation, of production; otherwise, they 
have helped middle class tenants, and sometimes landlords as well, but had 
negligible impact on the housing of the poor, 


Mass movements of the poor have historically recognized these facts, 
They have never, in the United States, made rent control a key objective, 
and where it has been, as in England, its force lay in its intimate connection 
with the government provision of housing and, ultitmately, socialization or 
municipalization of the housing stock. In the sphere of accumulation, then, 
rent control is not of major import. Some forms of rent control, those basing 
mits on tenant incomes, have a greater objective potential! for redistribution 
than others, which focus on landlord income. But it is at the level of delegitima- 
tion, by using the failure of rent controls to solve the problem at which they 
are aimed, that its greatest contribution to change will He. 
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FOOTNOTES _ 


see Quebec, “a study... shows that the major redistribution is between 
owners who have low incomes and their tenants who also have low incomes." 
Housing & Rent Control in British Columbia, p. 389. The Milner Holland report 
found that a huge number of landlords were very small, "many of them old women 
owning only one house.” Hillman, 56, 





the schema does not take into account the conceptual distinction 
between production~-related and consumption-related accumulation, between 
-the direct extraction of surplus value and its distribution, in Marxist terms. 
‘If it did, two different continua might be suggested, one, in the area of , 
production, running from exploitation to its antithesis, the other, in the 
area of distribution, running from regressive to progressive redistribition. 
For present purposes I do not think that distinction useful. While state policies 
‘affecting housing generally need to be seen in the context of consumption, as to 
‘rent control there is no evidence that concerns for consumption have played any 
role in the development of policies on rent control, in the United States at least. 


Inflation, in fact, had more to do with national rent controls in the United 
States in the period after 1940 than did housing needs. On the concerms for 
the inflationary impact of decontrol, for instance, see Lett, 8, citing Friedlander, 
24; and Lett, 213 f. 4, on post-World War 1 concerms with inflation and court 
uling on it. For France, Brenner, 22; for Canada, Brenner, 41. 


ae) is interesting to speculate why the European experience has been 
different: why in several European countries rent controls, imposed first during 
the same World War I or post-war periods continued in effect almost without 
-interruption thereafter. There are several.possibilities. The most obvious is 
‘political: the greater organization, sophistication, and militance of the opposi- 
tron in most European countries, compared to the U.S., is proverbial. 


Another explanation, however, is more economic: the pressures of 
war~time production that brought forth rent contro] in the U.S. were perhaps 
more manifest in the fear of inflation at the national level than in the direct 
-aggregation of local concems about housing shortages. After the war inflation 
posed no serious continuing threat in the U.S., and national rent controls could 
be dropped. The situation was different in at least the United Kingdom and 
Germany, and continued rent controls were required as anti-inflationary measures 
_in those countries. 


A third explanation may lie in differences in the organization, relative 
strength, and sophistication of specific industries in the U.S. as compared to 
“Furope. In any situation in which the volume of productive activity in a given 
‘area increases sharply, there will be pressure on the local housing markst. 
Houston, San Diego, Cape Canaveral all have seen such developments in recent 
‘decades. Three things can happen: there is direct goverment subsidy of housing 
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expansion, spreading the costs of expanded production over taxpayers generally; 
there is no governmental action of any kind, local real estate prices increase 
sharply, rents go up, higher wages have to be paid to attract labor, and the 
prices of the new production are correspondingly increased; or rent controls 

‘are imposed, and no part of benefits of the expended preduction are captured 

by local real estate owners., In Europe, the tighter organization of productive 
firms, the greater sophis ticdion of employers, and the lessegx’ power of real 
astate interests has permitted the third to take place; in the United States, 
either the first or the second development has been more frequent. 


“paring the first 18 months of vacancy decontro] in New York City in 1971, 
increases in vacant units averaged 52% higher than in the controlled sector. 
Temporary State Commission on Living Costs and the Economy, Report on 
Housing and Rents, January 1974,3. 


Monica Lett points out that the effective New Jersey laws were pursued 
oy an aggressive middle-class New Jersey Tenants Organization, while in 
Maine, with low~income tenants the prime movers, the state enabling act could 
ot be effectuated in any community in the state. Lett, 86. 


Pi is not at all self-evident why certain issues have historically had 
‘or at least appeared during their course to have) the potential to lead to major 
3o0cial change, while others nave not. Intuitively, the issues that seem to 
nave had such potential include civil rights, welfare rights, national autonomy, 
amployment, and peace. The issues that do nct seern to have such potential 
include health, hunger, education, political rights, housine, and, perheps, 
community control. Neither the production/consumption dichotomy nor the 
3ccumulation/legitimation differentiation seem adequate to explain the differences. 
: poe such possibility might be to develop a program, at present only in 
she conceptual stage, to tax the difference between what middle~income families 
are able to pay for housing and what their landlords require to obtain a defined 
economic rent, and to redistribute the proceeds of that tax to tenants who are 
anable within their income to pay such an economic rent to their landlords. In 
New York City, a preliminary computation shows that a pool of $78 million might 
be thus created. A major impact can be achieved through the handling of a fund 
of this size. 
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